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DETAILED ACTION 

Claim Rejections - 35 USC § 103 

The following is a quotation of 35 U.S.C. 1 03(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

1. Claims 31-34 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Koppes et al. (US Patent 5,926,792, hereafter Koppes) in view of Champion et al. (US 
Patent 5,1 26,936, hereafter Champion) and Parsons (US Patent 65,41 1 ,939 B1 ). 
PLEASE NOTE: Due to the rejection of claim 31 under 35 USC 1 1 2, second 
paragraph, for purposes of examination the examiner is adding the word "value" to 
currently amended element (b) of this claim so that the claim element reads 
"determining a net asset value at a known time based on a performance return of each 
of said investment instrument". 

Re. claim 31, Koppes discloses a method and system to track, reconcile and administer 
the values of life insurance policies in separate accounts. Targeted funds are translated 
into unit values on a daily basis for each fund. Additionally, the system tracks 
restrictions (e.g. timing, account reallocations) on a premium by premium basis, and 
tracks the book value, market value, duration and targeted return on a client-by-client 
basis (Abstract). Koppes further discloses the periodic determining of policy values 
(daily -Col. 5, II. 1-11, 39, 53), the imposing of administrative fees for each premium 
paid in (Col. 4, II. 66-67), and the charging of performance fees on asset performance 
(Col. 1, 1. 57), and the determining of net asset values for each investment instrument 
and the adjusting of the current number of insurance units at a selected date (daily - 
Col. 5, II. 39, 53) 

Koppes does not explicitly disclose 

• the imposing of one time administrative fees deducted from premiums as they 
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are paid in prior to investment. 
• the charging of performance fees on positive asset performance growth only if 

the change in investment value is positive. 
However, Parsons discloses the charging of administrative fees passed assessed to 
investor participants prior and being deducted prior to the investment of funds (Col. 46, 
11.31-43; Col. 60, II. 57-62). 

Further, Champion discloses the charging of performance fees contingent on financial 
asset value performance over set periods of time (Col. 11 , II. 26-27). 
Therefore, an ordinary practitioner of the art at the time of Applicant's invention would 
have found it obvious to combine the disclosures of Koppes, Champion and Parsons in 
order to construct a method for determining life insurance policy values, motivated by a 
desire to provide methods and systems capable of tracking and reporting assets and 
liabilities on a near real-time basis, making administration simple, keeping costs low, 
and providing timely information to plan participants and sponsors (Koppes, Col. 4, II. 
18-24, 28-30 & 31-32). 

Re. claim 32, Koppes discloses a method wherein said performance fee includes a fee 
for investment management and performance. (See the rejection of claim 31). 
Re. claim 33, Koppes discloses the use of policy anniversary dates for triggering a 
particular event (Col. 6, 1. 30; Col. 14, 1. 23). It would have been obvious to an ordinary 
practitioner of the art at the time of Applicant's invention to have used an anniversary 
date as a selected date for determining life insurance policy value. 
Re. claim 34, the disclosures by Koppes, Champion and Parsons regarding the 
determining of life insurance policy values are stated in the rejection of independent 
claim 31 above. It would have been obvious to an ordinary practitioner of the art at the 
time of Applicant's invention to have deduced from the Koppes teaching the method for 
determining a life insurance policy value comprising the steps of: (a) calculating a gross 
net asset value; (b) deducting an investment expense; (c) calculating a cost of 
insurance: (d) calculating a number of units for the cost of insurance charge; (e) 
calculating an investment gain or loss; and if the investment gain is positive then 
calculate an incurred performance fee otherwise set the performance fee to a fixed 
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value. Therefore, an ordinary practitioner of the art at the time of Applicant's invention 
would have found it obvious to combine the disclosures of Koppes, Champion and 
Parsons in order to construct a method for determining life insurance policy values, 
motivated by a desire to provide methods and systems capable of tracking and 
reporting assets and liabilities on a near real-time basis, making administration simple, 
keeping costs low, and providing timely information to plan participants and sponsors 
(Koppes, Col. 4, II. 18-24, 28-30 & 31-32). 

Response to Arguments 

2. Applicant's arguments filed November 8, 2007 with respect to claims 31-34 have 
been considered but they are not persuasive. 

ARGUMENT A: "... the present rejections are merely based on impermissible 
hindsight reconstruction in view of the Applicant's own disclosure" (p. 4,11.1 8-1 9; p. 6, 1. 
23 -. p. 7, I. 26). 
RESPONSE: 
(a) LAW: 

BPAI, Ex parte CATAN, Appeal 2007-0820, Decided: July 3, 2007 

PRINCIPLES OF LAW 

'Seon<*tt forhuh Ksuunoe or a parent when s the differences between the 
v\ n k\ 1 nwe^i nou ;ru k- K pauru J as\i ihe as^s au - e's ; ui iio 
unite*" a^ a ^ hole w-mkl ha\-, hevn ^ev ai *)>e auk ibe u^emKM* was uvuk u> a 
person ha\ use. welmarx skill m the an io wlmh sanl ^!>jeei uunier periasus ks£ 

The question of obviousness is resolved on the basis of underlying factual 
determinations including (1) the scope and content of the prior art, (2) any 
differences between the claimed subject matter and the prior art, (3) the level of 
skill in the art. Graham v. John Deere Co., 383 U.S. 1, 17-18, 148 USPQ 459, 467 
(1966). See also KSR, 127 S.Ct. at 1734, 82 USPQ2d at 1391 ("While the sequence 
of these questions might be reordered in any particular case, the [Graham] factors 
continue to define the inquiry that controls.") The Court in Graham further noted 
that evidence of secondary considerations, such as commercial success, long felt 
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but unsolved needs, failure of others, etc., "might be utilized to give light to the 
circumstances surrounding the origin of the subject matter sought to be patented." 
383 U.S. at 18, 148 USPQ at 467. 

In KSR, the Supreme Court emphasized "the need for caution in granting a 
patent based on the combination of elements found in the prior art," id. at 1739, 82 
USPQ2d at 1395, and discussed circumstances in which 
9 Appeal 2007-0820 Application 09/734,808 

a patent might be determined to be obvious without an explicit application of 
the teaching, suggestion, motivation test. 

la paH>o>aV ^>a Sup>oaK i omt enspha^ vd "tha p t>ac>p lot- lad *Wn 
nu : „ v " s\ v! iTa-UK\hlK ^navhonal ap^u-j^h »r .,\\ sv, \ \ How " ^ * vao ( 

1 S I, k\ iKTSl\Mv\ W . kVo^ en <pha-K av.lt d^ aid saauVnied 
pmviple^ Kw\i oa puxaduit ikn k \t he e^nihs^non amh a ekmesns 
,u voiding to kivw u method n k bioh W K ah\ io<<s whxu n doe^ no n<oie »h at 
> seki pK\i»ouMc »\suh* " rho Oenrt expiated 

Whcnawvi! ss a\ nkbk ni*au hekl at ondev.vi dasnen 
ir-\nmes -'f.K! 'a a k»\o:s aa>> pv >* s i va'^i^^ 
o; v<:'.ki «o ii- ? sa^e tV.d a -hiKun ojk ko 
v v N N a a ^ n x v ^ N , ^ v ^ % , 
^mhon^b^ hkoh ha? ^xnenukbK shav^^a 
iobot>, u a le^knque has hecn iwd mipu^a one 
v ^ \" ee > a , , v " 

!\aoas!ce ikn a winks' avtprovo miiuI a da\ m nV 

* w x miv ih, \v , 'ir\|>\ , ^«'Ki 1 nk's>n> 

aaml ^ppWauon ^ he von J Iik «n ki skill 

A a I k 1 > % v M\\\ ; , i "\ h: ^\;aov : .p.., - ra ' ^ "t r,.,aas j! 
^pproaeh'" ?hus hatha* ihe smpsexemesa is nvae iki>* tlx p>\diet ibk use 
onor ru ^ V«« a n n a^e^ukK so i i.m v »\ <bh * nak loij, 1 A ., 

The Supreme Court made clear that "[fjollowing these principles may be 
more difficult in other cases than it is here because the claimed subject matter may 
involve more than the simple substitution of one known element for another or the 
mere application of a known technique to a piece of prior art ready for the 
improvement." Id. The Court explained, "[ojften, it will be 
necessary for a court to look to interrelated teachings of multiple patents; the 
effects of demands known to the design community or present in the marketplace; 
and the background knowledge possessed by a person having ordinary skill in the 
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art, all in order to determine whether there was an apparent reason to combine the 
known elements in the fashion claimed by the patent at issue." Id. at 1 740-41 . 82 
USPQ2d at 1396. "I o » V.. i <ou J - o " i - :.\Un v\ * ^ ^ ,\ ^ >.V«\1 

vmpi^> x ^ aU"it °o rsro \! at r^v 
In the instant case, 

(2) MPEP 2145 X. A. - HINDSIGHT RECONSTRUCTION 

Applicants may argue that the examiner's conclusion of obviousness is based on 
improper hindsight reasoning. However, "[a]ny judgement on obviousness is in a sense 
necessarily a reconstruction based on hindsight reasoning, but so long as it takes into 
account only knowledge which was within the level of ordinary skill in the art at the time 
the claimed invention was made and does not include knowledge gleaned only from 
applicant's disclosure, such a reconstruction is proper." In re McLaughlin 443 F.2d 
1 392, 1 395, 1 70 USPQ 209, 21 2 (CCPA 1 971 ). Applicants may also argue that the 
combination of two or more references is "hindsight" because "express" motivation to 
combine the references is lacking. However, there is no requirement that an "express, 
written motivation to combine must appear in prior art references before a finding of 
obviousness." See Ruiz v. A.B. Chance Co., 357 F.3d 1270, 1276, 69 USPQ2d 1686, 
1690 (Fed. Cir. 2004). For example, motivation to combine prior art references may 
exist in the nature of the problem to be solved {Ruiz at 1276, 69 USPQ2d at 1690) or 
the knowledge of one of ordinary skill in the art (National Steel Car v. Canadian Pacific 
Railway Ltd., 357 F.3d 1319, 1338, 69 USPQ2d 1641, 1656 (Fed. Cir. 2004)). See 
MPEP § 2143.01 <2100 2143 Q1.htm> for a discussion of proper motivation to 
combine references. 



Application/Control Number: 09/891,978 
Art Unit: 3691 



Page 7 



(b) In the instant case, the examiner's obviousness rejections of claims 1 - 34 have 
been made within the above court guidelines. These guidelines are reinforced in the US 
Supreme Court's 2007 opinion known as KSR (excerpted above from a BPAI opinion) 
which reiterated and clarified these guidelines by repeating similar guidelines from the 
In re Kahn opinion, explicitly adding the importance of the knowledge of one of ordinary 
skill in the art and common sense in making use of obviousness analysis by the 
examiner and the courts under 37 USC 1 03(a). 

ARGUMENT B: "Furthermore, even assuming arguendo, a proper motivation would 
exist for combining the references, such combination nevertheless fails to teach each of 
the features of the present claims" (p. 4, II. 20-22). 
As an example, Applicant argues as follows: 

Re. Claim 31 : "... the combination fails to teach or suggest that the current number of 
insurance units are to be modified by a number that corresponds to a change in value of 
each of the investment instruments reduced by a corresponding performance fee 
according to net asset value, and where the fee is a known percentage of the change in 
value of each investment instrument if the change in value is a positive change. The 
cited art of record makes no mention of a determination based on change of net asset 
value , and clearly no mention of a performance fee being a known percentage of a 
change in value of each instrument based on whether or not the change is 
positiye.(underlining added)" (p. 5, II. 31-36). 

"Independent Claim 34 recites features and limitations similar to those discussed above 
with regard to Claim 31. In particular, independent Claim 31 recites inter alia "calculating 
an investment gain or loss; and if the investment gain is positive then calculating an 
incurred performance fee; otherwise setting the performance fee to a fixed value." The 
combination of references fails to teach each of these features and limitations for at 
least the reasons discussed above." (p. 6, II. 11-17). 
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RESPONSE: 

(a) LAW 

Applicant is advised of the examination guidelines under 37 USC 103(a) which have 
been reiterated by the US Supreme Court in April, 2007 in the above excerpted opinion 
known as KSR. An important aspect of this opinion is its emphasis on the guidelines in 
the federal circuit's In re Kahn opinion, explicitly adding the importance of the 
knowledge of one of ordinary skill in the art and common sense in making use of 
obviousness analysis by the examiner and the courts under 37 USC 103(a). it is the 
examiner's obligation to determine what the ordinary practitioner would have and should 
have known at the time of Applicant's invention, and what such one of ordinary skill 
would have or should have seen as common sense in regard to the art of the invention. 
It is besides the point whether that one of ordinary skill may have failed to do regarding 
the use of such knowledge and common sense. Further, it has been ruled that even 
practices outside the specific art are legitimate components in obviousness analysis if 
such practices solve the problem Applicant's invention is attempting to solve. 

(b) In the instant case of Applicant's claimed limitations and Applicant's current 
arguments, the examiner has properly cited references within the art of the life 
insurance industry (Koppes), the closely related financial asset management art 
(Champion) and art which bridges insurance, employee benefits, compensation and 
financial transaction relates thereto (Parsons). 

( c) Determination (of a performance fee) based on 

(1) change of net asset value . 

(2) a known percentage of a change in value of each instrument based on whether or 
not the change is positive. 

The rejection of claim 31 in the last Office Action based on Koppes clearly states that 
Koppes discloses the charging of performance fees based on asset performance (p. 3, 
line 7, referring to Koppes, Col. 1, 1. 57) and doing so by determining of net asset values 
for each investment instrument (p. 3, 1. 8 referring to Koppes, Col. 5, II. 39, 53). The 
common sense factor makes clear that one of ordinary skill in the art would have found 
it obvious that performance means positive change in value, as Applicant claims. 
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Further, one did not even have to be an ordinary practitioner in the insurance and 
financial asset management art to have understood that management fees are often 
charged for positive changes in value of the assets under management. This is why 
Koppes further discloses 'the rate of increase of the "Standard and Poor's 500 minus 
some fixed percentage'" (Col. 2, II. 11-13). 

Thus, the examiner has properly made the required prima facie case of obviousness in 
the rejection of the argued limitations. 

ARGUMENT C: "... the Examiner has failed to articulate a proper motivation or 
nexus for combining the three references used to rejection the present claims. "(p. 6, II. 
19-21). 
RESPONSE: 

(a) LAW: 

MPEP 2145 X. A. - HINDSIGHT RECONSTRUCTION 

Applicants may argue that the examiner's conclusion of obviousness is based on 
improper hindsight reasoning. However, "[a]ny judgement on obviousness is in a sense 
necessarily a reconstruction based on hindsight reasoning, but so long as it takes into 
account only knowledge which was within the level of ordinary skill in the art at the time 
the claimed invention was made and does not include knowledge gleaned only from 
applicant's disclosure, such a reconstruction is proper." In re McLaughlin 443 F.2d 
1 392, 1 395, 1 70 USPQ 209, 21 2 (CCPA 1 971 ). Applicants may also argue that the 
combination of two or more references is "hindsight" because "express" motivation to 
combine the references is lacking. However, there is no requirement that an 
"express, written motivation to combine must appear in prior art references 
before a finding of obviousness (bolding and underlining added)." See Ruiz v. A.B. 
Chance Co., 357 F.3d 1270, 1276, 69 USPQ2d 1686, 1690 (Fed. Cir. 2004). For 
example, motivation to combine prior art references may exist in the nature of the 
problem to be solved (Ruiz at 1276, 69 USPQ2d at 1690) or the knowledge of one of 
ordinary skill in the art (National Steel Car v. Canadian Pacific Railway Ltd., 357 F.3d 
1319, 1338, 69 USPQ2d 1641, 1656 (Fed. Cir. 2004)). See MPEP S 2143.01 
<2100 2143 Q1.htrn> for a discussion of proper motivation to combine references. 

(b) In the instant case, the examiner's obviousness rejections of claims 1 - 34 have 
been made within the above court guidelines. These guidelines are reinforced in the 
above excerpted US Supreme Court's 2007 KSR opinion which reiterated and clarified 
these guidelines by repeating similar guidelines from the In re Kahn opinion, explicitly 
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adding the importance of the knowledge of one of ordinary skill in the art and common 
sense in making use of obviousness analysis by the examiner and the courts under 37 
USC 103(a). 

Thus, the examiner has properly made the required prima facie case of obviousness in 
the rejection of the argued limitations. 

Conclusion 

3. THIS ACTION IS MADE FINAL. Applicant is reminded of the extension of time 
policy as set forth in 37 CFR 1 .136(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within 
TWO MONTHS of the mailing date of this final action and the advisory action is not 
mailed until after the end of the THREE-MONTH shortened statutory period, then the 
shortened statutory period will expire on the date the advisory action is mailed, and any 
extension fee pursuant to 37 CFR 1 .136(a) will be calculated from the mailing date of 
the advisory action. In no event, however, will the statutory period for reply expire later 
than SIX MONTHS from the mailing date of this final action. 

Any inquiry concerning this communication or earlier communications from the 
Examiner should be directed to Siegfried Chencinski whose telephone number is 
(571)272-6792. The Examiner can normally be reached Monday through Friday, 9am to 
6pm. 

If attempts to reach the Examiner by telephone are unsuccessful, the Examiner's 
supervisor, Alexander Kalinowski, can be reached on (571) 272-6771. 

Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). 
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Any response to this action should be mailed to: 

Commissioner of Patents and Trademarks, Washington D.C. 20231 
or faxed to: 

(571)273-8300 [Official communications; including After Final communications 
labeled "Box AF"] 

(571) 273-6793 [Informal/Draft communications, labeled "PROPOSED" or 
"DRAFT"] 

Hand delivered responses should be brought to the address found on the above 
USPTO web site in Alexandria, VA. 

SEC 

February 17, 2008 

/Narayanswamy Subramanian/ 
Primary Examiner 
Art Unit 3691 



